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being the subject of a Triennial Survey realized by Bank of International Settlements (BIS) since 1998. In this 
paper we try to reveal the dimension at which arrived in our days the OTC interest rate derivatives market based 
on the data provided by BIS during the years.  
2. The dimension of OTC interest rate derivatives market 
Trading on OTC interest rate derivatives market is a common think for the well European developed 
countries, as well as for United States. Is a common practice that the bank offer interest rate derivative 
instruments such as: swaps, forward rate agreements or interest rate options. The interest rate contracts are 
today the largest segment in the global OTC derivatives market with notional amounts in a total value of $577 
trilion at end of June 2013, according to the statistical release of BIS, Monetary and Economic Department. The 
BIS studies revealed that the derivatives activities realized by dealers based in emerging countries are focused 
mainly on the foreign exchange rate risk and less on interest rate risk. The interest rate derivatives are less 
transacted in emerging markets than those based in the largest, well known derivatives markets. 
According to the Triennial Central Bank Survey published by the Bank of International Settlements (BIS), 
trading in OTC interest rate derivatives market increased remarkable from the first survey realized in 1998 till 
April 2013. The data shown in table nr. 1 sustains this assumption. 
 
Table 1. The Evolution of OTC interest rate derivatives market by turnover (April 1998 –April 2013) in billions of USD 
 
Instrument 1998 2001 2004 2007 2010 2013 
FRA 74 129 233 258 600 754 
Swap 155 331 620 1210 1272 1415 
Options and other products 36 29 171 217 182 174 
Total interest rate OTC 
instruments 
265 489 1025 1686 2054 2343 
Source: BIS, Triennial Central Banks Survey, September 2013 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. The Evolution of OTC interest rate derivatives market turnover by instruments 
(April 1998 –April 2013) in billions of USD 
Source: author’s calculus on the base of BIS, Triennial Central Banks Survey, September 2013, data 
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We can see the constant increase of swaps transactions followed by forward rate agreements and finally by 
options. But in the last three years the forward rate agreements (FRAs) were the OTC product with the largest 
increase ($145 billion or 26%) in activity with $2 billion turnover (15%) more than swaps ($143 billion, a rose 
of 11%). In this survey the data were collected from the central banks and other monetary authorities from 53 
jurisdictions. The central banks and monetary authorities implied 1300 banks and other dealers. If we look to 
the OTC interest rate derivatives market turnover by counterparty interesting is the fact that the growth of 
interest rate derivatives trading was induced by financial institutions other than reporting dealers, sign that more 
and more other financial institutions are attracted by this segment of the capital markets. Another interesting 
think is that the inter-dealer activity accounted in 2013 the lowest share (35%) of the total turnover since 1995 
when the first data on interest rate derivatives were collected.  
 
Table 2. The Evolution of OTC interest rate derivatives market by turnover and counterparty (April 1998 –April 2013) in billions of USD 
 
Counterparty 1998 2001 2004 2007 2010 2013 
 %  %  %  %  %  % 
Reporting dealers 150 56 323 66 494 48 800 47 896 44 816 35 
Other financial 
institutions 
29 34 142 29 450 44 747 44 937 46 1364 58 
Non financial 
customers 
87 10 25 5 79 8 136 8 221 11 169 7 
Total 266 100 489 100 1025 100 1686 100 2054 100 2343 100 
Source: BIS, Triennial Central Banks Survey, September 2013 
 
The group who gained space on this market named other financial institutions (as we can see in chart 2), 
whose market share rose up at 58%, with 12% more than in 2010 is composed from banks that are not reporting 
dealers, mutual funds, insurance companies, pension funds, hedge funds, special purposes vehicles and any 
other financial institutions which are not classified as derivatives dealers. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 2. The Evolution of OTC interest rate derivatives market turnover and counterparty (April 1998 –April 2013) in billions of USD 
Source: Source: author’s calculus on the base of BIS, Triennial Central Banks Survey, September 2013, data 
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In the case of non financial customers, where are included non-financial corporations and governments, we 
can see a drop in activity with 4% from $221 billion turnover in 2010 to $169 billion in 2013.  We remark a 
constant increase for these data in their evolution. But we can say that if in 2001 the OTC interest rate 
derivatives turnover increased in comparison to 1998 with 83,83% , in 2003 in comparison to 2001 with 
109,61% (this was the peak), in 2010 in comparison to 2007 the increase was not so higher only 21,82% (it was 
the effect of subprime crises), and in 2013 in comparison with 2010 the increase was even smaller 14,07%.  
 The other financial institutions (as we can see in chart 2) OTC interest rate transactions turnover, whose 
market share rose up at 58%, with 12% more than in 2010, if we look back we can confirm that from the last 
survey the growth was of 45,57%. Is a good point making the comparison of the growth released in 2010 
against 2007 which was only 25,82%. If we look at the geographical distribution of the  OTC interest rate 
derivatives market turnover,  United Kingdom play the role of main financial center trading OTC interest rate 
derivatives followed by France, United States, Germany, Japan, Australia and Denmark (see table 3).   
The highest increase of the turnover was realized by the Denmark market, turnover higher with $43 billions, 
followed by Germany (increase of $32 billions) and Australia (increase of $25 billions). The US market was in 
regress with $12 billions that means 2%, which is in a direct correlation with the decrease in the turnover 
generated by the OTC interest rate derivative contracts expressed in USD and based on the US dollar interest 
rate. Step by step the instruments denominated in euro and the derivatives based on euro interest rate became 
more attractive for the investors.   
 
Tabel 3. The Evolution of OTC interest rate derivatives market by turnover and its geographical distibution (April 1998 –April 2013) in 
billions of USD 
Country 1998 2001 2004 2007 2010 2013 
 %  %  %  %  %  % 
Australia 3 0.8 10 1.5 13 1.0 23 1 41 1.5 66 2.4 
Denmark 4 1.2 6 0.9 11 0.8 10 0.5 16 0.6 59 2.2 
France 41 11.8 65 9.6 151 11.4 176 8.1 193 7.3 202 7.3 
Germany 29 8.5 94 13.9 43 3.2 90 4.2 48 1.8 101 3.7 
UK 123 35.8 238 35.2 563 42.3 957 44.0 1235 46.6 1348 48.9 
US 58 17.0 116 17.1 317 23.9 525 24.2 642 24.2 628 22.8 
Japan 32 9.2 16 2.3 31 2.3 76 3.5 90 3.4 67 2.4 
Source: BIS, Triennial Central Banks Survey, April 2013 
 
 
So the statement that the smaller European derivative market is unlikely to develop in a manner in which 
they could became major actors on these scene (Batten, 2004, p.28) is still true. The daily average of trading in 
OTC interest rate derivatives increased from $1.7 trillion in April 2007 to $2.1 trillion in April 2010 arriving at 
$2.3 trillion in April 2013. In the last three years the grow is not spectacular but the market is still increasing. 
The last point of view related to the evolution of OTC interest rate market is regarding the turnover by currency, 
because we already made the statement that euro over classed the USD  derivatives market instruments.  
After euro introduction, the euro market became the segment with the highest turnover on the OTC interest 
rate derivative market as we can see in Table 3 and Fig. 3. In 2013 the euro market increased in size almost 
twice that the US dollar market. If usually on the European market till 1998 – 2000 the leader was GBP, today 
conserve its third place among the most important currencies on the OTC interest rate derivatives market. We 
can see a decrease of 13% in the interest rate derivatives denominated in GDP in the last three years driven by 
the decrease in swaps balanced a little bit by the increase in FRAs.  
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Table 4. The Evolution of OTC interest rate derivatives market by turnover and currency (April 1998 –April 2013) in billions of USD 
 
 
 
Source: BIS, Triennial Central Banks Survey, September 2013 
 
 
 
Fig. 3. The Evolution of OTC interest rate derivatives market by turnover and currency (April 1998 –April 2013) in billions of USD 
 
We can remark the powerful developpment of Australian dollar market where we observ that the turnover 
doubled in the last three years and the swedish krown interest rate derivatives market where the increase of 
turnover is 80%, remarcable for such a little market. So new actors start to play seriously on the OTC interest 
rate derivatives market in contrast with lower activity in other economies with tradition in this field.  
 
3. The evolution of  Froward Rate Agreement transactions 
We have stopped with our analysis to the FRA segment of the OTC interest rate derivative market, because 
we could see in the first part of this material that in the last three years the FRAs played an important role. 
Firstly just remember what the FRA is. When we speak about a forward rate agreement we refer at an interest 
rate forward contract in which the rate to be paid or received on a specific notional capital for a certain period 
of time, beginning at a certain time in the future, is determined at the contract initiation. In fact is an interbank-
Currency 1998 2001 2004 2007 2010 2013 
EUR ... 232 461 656 834 1146 
USD 71 152 347 532 654 657 
GBP 17 37 90 172 213 187 
AUD 3 8 12 19 37 76 
JPY 27 27 46 137 124 70 
SEK 2 5 13 33 20 36 
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traded contract to buy or sell interest rate payments on a notional principal and is settled in cash. It resembles 
with the classical forward contract but it has as underlying asset the interest rate not a currency exchange rate or 
another asset. One of the main characteristics of this type of contract consists in the fact that the buyer of a 
FRA obtains the right to lock in an interest rate for a desired term that begins at a future date. The contract 
specifies that the seller of the FRA will pay to the buyer the increased interest expenses on a nominal sum (the 
notional principal) of money, if interest rate rise above the agreed rate, but the buyer will pay the seller the 
differential interest rate expenses if interest rate falls below the agreed rate. The FRA is determined on a certain 
nominal value; it has established certain dates for settlement of the loan and for his maturity. The maturities 
available for FRAs are typically 1, 3, 6, 9, 12 months. A very good point for the FRA is that it does not involve 
any borrowing or lending so it will be not used any credit line and of course because of that this transaction will 
not appear in the balance sheet. So it will not overload the balance sheet of the company. In plus it insures for 
the users a guaranteed future interest rate without the obligation to obtain a source of liquidity in the future 
(like in the case of forward-forward contract), and this can be a very attractive point for the potential users. 
The main advantage of Forward Rate Agreement contract consists in the fact that it can be adapted at the 
needs of the company. In plus, the interest rate is guaranteed dissociated by a loan or a credit, is not present in 
the balance sheet (as we already mentioned) and is not an expensive instrument. In the disadvantages category 
we include the fact that it can’t be negotiated, all the time will appear the counterpart risk, and the user of the 
FRA cannot take advantage if the evolution of interest rate is favorable. Despite their disadvantages the data 
collected in the last triennial survey of BIS revealed that the highest growth of transactions with OTC interest 
rate derivatives was realized by Forward Rate Agreement contracts, $154 billions (as we can see in table 1). 
Our conclusion is that in a world governed in the last years by a higher uncertainty, this instrument offer to 
their users a useful way to protect them against the interest rate risk. 
As we can see in Table 5, and maybe better in Fig. 5, as in the case of enter OTC interest rate derivatives 
market the group who gained space on this market is the same other financial institutions, whose market share 
in the case of Forward Rate Agreement segment rose up at 65% in 2013, with 21% more than in 2010 in the 
meantime with the decrease of reporting dealers share of the market who decreased with 16%. 
The other financial institutions transactions turnover increased significantly in the last three year with $226 
billion in 2013 in comparison with 2010 if we make the comparison with the growth realized in 2010 $177 
billions in comparison with 2007 or the decrease of $24 billion in 2007 in comparison with 2004. So, this 
segment of the market recovered very well after the shock of 2007, gaining space despite the financial crisis 
that heat almost all financial world. 
 
 
Table 5. The Evolution of Forward Rate Agreement market by turnover and counterparty (April 1998 –April 2013) in billions of USD 
 
Counterparty 1998 2001 2004 2007 2010 2013 
 %  %  %  %  %  % 
Reporting dealers 46 61 88 68 112 48 143 55 296 49 245 33 
Other financial 
institutions 
21 29 37 28 113 48 89 34 266 44 492 65 
Non financial 
customers 
7 10 5 4 8 3 27 10 37 6 16 2 
Total 74 100 129 100 233 100 258 100 600 100 754 100 
Source: BIS, Triennial Central Banks Survey, September 2013 
 
 
The evolution of Forward Rate Agreement turnover from the perspective of the currency in which they are 
denominated shows that the trend is almost the same as in the case of the evolution of the global OTC interest 
rate derivatives market. So the leader of the market from this point view is the euro market followed by USD 
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FRAs market and bu GBP FRAs market. Interesting is the fact that the JPY FRAs market is practically 
inactive, even if Japan is one of the most important actor on the economic scene. And as we can see in Table 6 
and Fig. 6 the SEK FRAs market passed in front of AUD FRAs market maybe surprising but not unexpected. 
 
 
Fig. 4. The Evolution of Forward Rate Agreement market by turnover and counterparty (April 1998 –April 2013) in billions of USD 
Source: author’s calculus on the base of BIS, Triennial Central Banks Survey, September 2013, data. 
 
Table 6. The Evolution of Forward Rate Agreement market by turnover and currency (April 1998 –April 2013) in billions of USD 
 
Currency 1998 2001 2004 2007 2010 2013 
EUR ... 48 116 66 202 399 
USD 23 39 59 98 282 194 
GBP 8 12 25 42 53 88 
SEK  1 4 9 18 10 19 
AUD 2 4 5 3 8 11 
JPY 3 9 0 4 2 0 
Source: BIS, Triennial Central Banks Survey, September 2013 
 
If we look after the place of Romanian OTC interest rate derivatives market generally and RON FRAs 
market specially we can have a bitter taste because practically on the map of OTC interest rate derivatives 
market we do not exist. We are not alone in this situation, is the same for Hungary, Bulgaria, Latvia, Lithuania, 
Russia, and the list can continue, maybe because these countries do not have the same experience in the field of 
financial derivatives generally and interest rate derivatives especially, maybe because we are confronted with 
the lack of confidence from the customers in this type of financial instruments. 
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Fig. 5. The Evolution of Forward Rate Agreement market by turnover and currency (April 1998 –April 2013) in billions of USD 
Source: author’s calculus on the base of BIS, Triennial Central Banks Survey, September 2013, data. 
 
4. Conclusions 
As a result of interest rate volatility the bankers tried to find and create financial instruments which gave to 
the users the possibility to protect against the interest rate risk or to profit if the interest rate evolution is 
favorable. In time the OTC interest rate market developed constantly, having periods of time when we can say 
that exploded followed by periods in which it still increased as volume of transactions or turnover. In the last 
years it can be saw the way in which the inclination for an instrument changed in the favor of another one, how 
the geographical distribution of this market turned in a part or another. A think is clear from our analysis, as we 
have underlined the euro interest rate derivatives market gained power against the US dollar interest rate 
derivative market. On the other hand we assist at the development of the small markets as Australia or Sweden 
in contrast to the freeze of other well developed countries. The surge of Forward Rate Agreements in the 
contrast with options interest rate offered by banks is another point on which we have to pay attention and ask 
ourselves why? So this study is only a small beginning in a further research regarding the future of OTC 
interest rate market in countries as Romania, which in this moment practically do not exist on the OTC interest 
rate derivative market map. 
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